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SUBJECT: STRATEGIC PETROLEUM RESERVE 
REF: A) STATE 313626; B) LAGOS 0272 

1 . DEPARTMENT IS NOT RPT NOT INTERESTED IN RENEWING 
PROPOSAL TO PURCHASE CRUDE OIL EOR STRATEGIC PETROLEUM 
RESERVE DIRECTLY FROM FMG. AT YOUR DISCRETION, YOU 
SHOULD CONVEY ALL INEORMATION CONTAINED PARA 3 REP A TO DEP 
DIRECTOR MEA ECONOMIC DEPARTMENT (ANI), ASSISTANT 
DIRECTOR MPR DEPARTMENT OP PETROLEUM RESOURCES (OKANLA), 

OR OTHER PMG OFPICIALS WITH WHOM THIS MATTER HAS BEEN 
DISCUSSED. ESSENTIAL POINT IS THAT PEA DECIDED ALTER 
NOVEMBER 24 (WHEN DEPARTMENT CONVOKED NIGERIAN CHARGE) 

AND BEPORE DECEMBER 15 (WHEN FEA SUBMITTED SPR PLAN TO 
CONGRESS) TO RECOMMEND PROCUREMENT CRITERIA WHICH WOULD 
CONEIDENTIAL 
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TAKE ADVANTAGE OP PURCHASES THROUGH US OIL COMPANIES 
AT CONTROLLED PRICES AND ALMOST CERTAINLY PRECLUDE USG 
PURCHASES FROM FOREIGN GOVERNMENTS. 

2. YOU MAY POINT OUT TO PMG THAT THE SPR PLAN RPT PLAN IS 
GENERALLY WELL KNOWN TO PETROLEUM INDUSTRY. IT CONTAINS 
TWO ALTERNATIVE METHODS EOR PROCURING SPR OIL: MINIMIZING 
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ECONOMIC COST TO US ECONOMY OR MINIMIZING EISCAE (ACTUAL) 

COST TO USG. MINIMUM ECONOMIC COST ALTERNATIVE IS RE- 
JECTED, AND MINIMUM FISCAL COST ALTERNATIVE RECOMMENDED 
TO CONGRESS. UNDER THIS ALTERNATIVE, FEA WOULD SAVE 
APPROXIMATELY ONE DOLLAR PER BARREL BY NOT HAVING TO 
USE US-FLAG SHIPS EXCLUSIVELY. ADDITIONAL DOLLARS 2.50 
OR SO WOULD BE SAVED BY BUYING FROM US OIL COMPANY WHICH 
WOULD SUPPLY IMPORTED CRUDE AT AVERAGE PRICE OF FOREIGN 
AND DOMESTIC PRICE-CONTROLLED CRUDE. 

3. FMG AND/OR NNOC COULD, IF THEY WISHED, MAKE OFFER 
FOR DIRECT SALE TO FEA, BUT THEY WOULD HAVE TO MAKE 
HUGE OFFSETTING DISCOUNT TO BE COMPETITIVE. MORE 
REALISTICALLY, THEY COULD ARRANGE TO SUPPLY NIGERIAN 
GOVERNMENT OIL THROUGH THE AGENCY OF A US OIL COMPANY 
WHICH WOULD OFFER OIL TO FEA AT PRICE MADE LOWER BY 
APPLICATION OF US CONTROLS. 

4. REMEMBER THAT FEA PLAN IS SUBJECT TO CONGRESSIONAE 
APPROVAL AND COULD CHANGE BEFORE GOING INTO EFFECT. 
KISSINGER 
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